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(2) One-half of the full program and
the beneficiary payment amounts for
all other covered procedures.

(b) Terminated procedures. When a sur-
gical procedure is terminated prior to
completion due to extenuating cir-
cumstances or circumstances that
threaten the well-being of the patient,
the Medicare program payment
amount and the beneficiary copayment
amount are based on—

(1) The full amounts if the procedure
is discontinued after the induction of
anesthesia or after the procedure is
started; or

(2) One-half of the full program and
the beneficiary coinsurance amounts if
the procedure is discontinued after the
patient is prepared for surgery and
taken to the room where the procedure
is to be performed but before anes-
thesia is induced.

Subpart E—Updates
§ 419.50 Annual review.

(a) General rule. Not less often than
annually, HCFA reviews and updates
groups, relative payment weights, and
the wage and other adjustments to
take into account changes in medical
practice, changes in technology, the
addition of new services, new cost data,
and other relevant information and
factors.

(b) Consultation requirement. HCFA
will consult with an expert outside ad-
visory panel composed of an appro-
priate selection of representatives of
providers to review (and advise HCFA
concerning) the clinical integrity of
the groups and weights. The panel may
use data collected or developed by enti-
ties and organizations (other than the
Department of Health and Human
Services) in conducting the review.

(c) Effective dates. HCFA conducts the
first annual review under paragraph (a)
of this section in 2001 for payments
made in 2002.

Subpart F—Limitations on Review
§ 419.60 Limitations on administrative

and judicial review.
There can be no administrative or ju-

dicial review under sections 1869 and
1878 of the Act or otherwise of the fol-
lowing:

(a) The development of the APC sys-
tem, including—

(1) Establishment of the groups and
relative payment weights;

(2) Wage adjustment factors;
(3) Other adjustments; and
(4) Methods for controlling unneces-

sary increases in volume.
(b) The calculation of base amounts

described in section 1833(t)(3) of the
Act.

(c) Periodic adjustments described in
section 1833(t)(9) of the Act.

(d) The establishment of a separate
conversion factor for hospitals de-
scribed in section 1886(d)(1)(B)(v) of the
Act.

(e) The determination of the fixed
multiple, or a fixed dollar cutoff
amount, the marginal cost of care, or
applicable percentage under § 419.43(d)
or the determination of insignificance
of cost, the duration of the additional
payments (consistent with § 419.43(e)),
the portion of the Medicare hospital
outpatient fee schedule amount associ-
ated with particular devices, drugs, or
biologicals, and the application of any
pro rata reduction under § 419.43(e).

Subpart G—Transitional Corridors
§ 419.70 Transitional adjustment to

limit decline in payment.
(a) Before 2002. Except as provided in

paragraph (d) of this section, for cov-
ered hospital outpatient services fur-
nished before January 1, 2002, for which
the prospective payment system
amount (as defined in paragraph (e) of
this section) is—

(1) At least 90 percent, but less than
100 percent, of the pre-BBA amount (as
defined in paragraph (f) of this sec-
tion), the amount of payment under
this part is increased by 80 percent of
the amount of this difference;

(2) At least 80 percent, but less than
90 percent, of the pre-BBA amount, the
amount of payment under this part is
increased by the amount by which the
product of 0.71 and the pre-BBA
amount exceeds the product of 0.70 and
the prospective payment system
amount;

(3) At least 70 percent, but less than
80 percent, of the pre-BBA amount, the
amount of payment under this part is
increased by the amount by which the
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product of 0.63 and the pre-BBA
amount, exceeds the product of 0.60 and
the PPS amount; or

(4) Less than 70 percent of the pre-
BBA amount, the amount of payment
under this part shall be increased by 21
percent of the pre-BBA amount.

(b) For 2002. Except as provided in
paragraph (d) of this section, for cov-
ered hospital outpatient services fur-
nished during 2002, for which the pro-
spective payment system amount is—

(1) At least 90 percent, but less than
100 percent, of the pre-BBA amount,
the amount of payment under this part
is increased by 70 percent of the
amount of this difference;

(2) At least 80 percent, but less than
90 percent, of the pre-BBA amount, the
amount of payment under this part is
increased by the amount by which the
product of 0.61 and the pre-BBA
amount exceeds the product of 0.60 and
the prospective payment system
amount; or

(3) Less than 80 percent of the pre-
BBA amount, the amount of payment
under this part is increased by 13 per-
cent of the pre-BBA amount.

(c) For 2003. Except as provided in
paragraph (d) of this section, for cov-
ered hospital outpatient services fur-
nished during 2003, for which the pro-
spective payment system amount is—

(1) At least 90 percent, but less than
100 percent, of the pre-BBA amount,
the amount of payment under this part
is increased by 60 percent of the
amount of this difference; or

(2) Less than 90 percent of the pre-
BBA amount, the amount of payment
under this part is increased by 6 per-
cent of the pre-BBA amount.

(d) Hold harmless provisions—(1) Tem-
porary treatment for small rural hospitals.
For covered hospital outpatient serv-
ices furnished in a calendar year before
January 1, 2004 for which the prospec-
tive payment system amount is less
than the pre-BBA amount, the amount
of payment under this part is increased
by the amount of that difference if the
hospital—

(i) Is located in a rural area as de-
fined in § 412.63(b) of this chapter or is
treated as being located in a rural area
under section 1886(d)(8)(E) of the Act;
and

(ii) Has 100 or fewer beds as defined in
§ 412.105(b) of this chapter.

(2) Permanent treatment for cancer hos-
pitals. In the case of a hospital de-
scribed in § 412.23(f) of this chapter for
which the prospective payment system
amount is less than the pre-BBA
amount for covered hospital outpatient
services, the amount of payment under
this part is increased by the amount of
this difference.

(e) Prospective payment system amount
defined. In this paragraph, the term
‘‘prospective payment system amount’’
means, with respect to covered hospital
outpatient services, the amount pay-
able under this part for these services
(determined without regard to this
paragraph or any reduction in coinsur-
ance elected under § 419.42), including
amounts payable as copayment under
§ 419.41, coinsurance under section
1866(a)(2)(A)(ii) of the Act, and the de-
ductible under section 1833(b) of the
Act.

(f) Pre-BBA amount defined—(1) Gen-
eral rule. In this paragraph, the ‘‘pre-
BBA amount’’ means, with respect to
covered hospital outpatient services
furnished by a hospital or a community
mental health center (CMHC) in a year,
an amount equal to the product of the
reasonable cost of the provider for
these services for the portions of the
provider’s cost reporting period (or pe-
riods) occurring in the year and the
base provider outpatient payment-to-
cost ratio for the provider (as defined
in paragraph (f)(2) of this section).

(2) Base payment-to-cost-ratio defined.
For purposes of this paragraph, HCFA
shall determine these ratios as if the
amendments to sections
1833(i)(3)(B)(i)(II) and 1833(n)(1)(B)(i) of
the Act made by section 4521 of the
BBA, to require that the full amount
beneficiaries paid as coinsurance under
section 1862(a)(2)(A) of the Act are
taken into account in determining
Medicare Part B Trust Fund payment
to the hospital, were in effect in 1996.
The ‘‘base payment-to-cost ratio’’ for a
hospital or CMHC means the ratio of—

(i) The provider’s payment under this
part for covered outpatient services
furnished during the cost reporting pe-
riod ending in 1996, including any pay-
ment for these services through cost-
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sharing described in paragraph (e) of
this section; and

(ii) The reasonable cost of these serv-
ices for this period, without applying
the cost reductions under section
1861(v)(1)(S) of the Act.

(g) Interim payments. HCFA makes
payments under this paragraph to hos-
pitals and CMHCs on an interim basis,
subject to retrospective adjustments
based on settled cost reports.

(h) No effect on coinsurance. No pay-
ment made under this section affects
the unadjusted coinsurance amount or
the coinsurance amount described in
§ 419.41.

(i) Application without regard to budget
neutrality. The additional payments
made under this paragraph—

(1) Are not considered an adjustment
under § 419.43(f); and

(2) Are not implemented in a budget
neutral manner.
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AUTHORITY: Secs. 1102 and 1871 of the Social
Security Act (42 U.S.C. 1302 and 1395hh).

SOURCE: 44 FR 31142, May 30, 1979, unless
otherwise noted.

Subpart A—General Provisions

§ 420.1 Scope and purpose.

This part sets forth requirements for
Medicare providers, intermediaries,
and carriers to disclose ownership and
control information. It also deals with
access to records pertaining to certain
contracts entered into by Medicare
providers. These rules are aimed at
protecting the integrity of the Medi-
care program. The statutory basis for
these requirements is explained in each
of the other subparts.

[51 FR 34787, Sept. 30, 1986]

§ 420.3 Other related regulations.

(a) Appeals procedures. Part 498 of this
chapter sets forth the appeals proce-
dures available to providers whose pro-
vider agreements HCFA terminates for
failure to comply with the disclosure of
information requirements set forth in
subpart C of this part.

(b) Exclusion, termination, or suspen-
sion. Part 1001 of this title sets forth
the rules applicable to exclusion, ter-
mination, or suspension from the Medi-
care program because of fraud or abuse
or conviction of program-related
crimes.

[51 FR 34787, Sept. 30, 1986, as amended at 52
FR 22454, June 12, 1987]

Subpart B—[Reserved]
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